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Notes: Iran-contra Affair Investigation, May 12
by Deborah Tyroler
Category/Department: General
Published: Wednesday, May 20, 1987
May 12: Chairman of the joint House-Senate committee investigating the Iran-contra affair, Sen.
Daniel Inouye, announced at the beginning of the day's session that the Senate select committee
had located the missing $10 million contributed by the Sultan of Brunei to the Nicaraguan contras.
He said the sum, donated in August 1986, was "the last, substantial donation to the [contras]
unaccounted for...What we know now is that the $10 million was transferred into the account of an
individual, and that this individual withdrew the funds." "The money was apparently transferred to
this individual's account by mistake. We do not yet know if this mistake was a result of Col. North
giving the wrong account number to [an assistant], or whether it resulted from another error during
the transaction. Nor do we at present know the identity of the individual." At the morning hearing,
Inouye said, "We do know that the bank has filed criminal charges in Switzerland, seeking the
return of the money...We intend to present the full story at these hearings." Later in the day, the
congressional committee learned that the money was deposited to the account of a wealthy Swiss
businessman "in the shipping business." Press reports stated that the businessman has informed
Swiss authorities that he thought the money was a deposit he was expecting, and that he put it
in a certificate of deposit that has since accrued $253,000 in interest. North reportedly listed the
account prefix as 368 instead of 386 when he forwarded the account number to Assistant Secretary
of State Elliott Abrams, who helped arrange the sultan's donation. Former National Security Advisor
Robert McFarlane testified for the second consecutive day to the joint committee. In response to
questioning by House Select Committee counsel John Nields he denied devising a cover story
together with other administration officials to hide possible violations of the law from Congress and
the independent counsel Lawrence Walsh. At the afternoon session, Nields asserted that McFarlane
had blocked efforts by members of Congress to determine the role of North and former major
general Richard Secord in the Iran- contra matter. He said that as early as mid-1985 McFarlane was
not forthcoming in allowing lawmakers to review "certain troublesome documents." A summary
of the second consecutive day of former national security adviser Robert McFarlane's testimony
before the congressional joint committee investigating the Iran-contra affair follows: McFarlane was
confronted with documents and testimony that pointed up discrepancies in his earlier testimony
to Congress. He conceded, for example, that while under oath last year he had not given a "full
account" either about his knowledge of Saudi funding of the contras or his involvement in raising
the money. When faced with evidence that conflicted with his memory of events or with prior
testimony he repeatedly said, "I take your point," or "I accept your version of that." McFarlane told
Attorney General Edwin Meese III on November 21, 1986, according to notes taken by a Meese aide,
that he recalled first learning of missile shipments to Iran when being briefed for his secret mission
to Tehran in May 1986. McFarlane, however, had actually helped expedite the missile shipment six
months earlier. He denied that he conspired in November 1986 with then-National Security Council
official Lt. Col. Oliver L. North and National Security Adviser Vice Adm. John M. Poindexter on
how to account for a November 1985 Israeli shipment of Hawk antiaircraft missiles to Iran. House
committee counsel John Nields showed that McFarlane had suggested alternative versions which
obscured what had actually transpired. Nields disclosed that Israeli Defense Minister Yitzhak Rabin
visited McFarlane in the White House to discuss US resupply of Hawk missiles if Israel shipped the
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US-made missiles to Iran. McFarlane presented himself as a life-time public servant who faithfully
followed the presidential lead in a secret policy that he knew was dangerously flawed and forced all
involved to take "fatal risks." "It is virtually impossible," he said, "almost as a matter of definition,
to rally public support behind a policy that you can't even talk about." The former adviser told of
being anguished and remorseful over the events that produced this congressional inquiry. At one
point, he acknowledged that he had been compelled to "play God" in trying to choose which US
hostage would be released after an arms sale. He testified about successful efforts to raise money
secretly for the contras through Saudi donations, and of twice informing the president of that fact
in the second instance after Reagan had met privately with King Fahd. He told of Lt. Col. Oliver
L. North's insistence to him that North had acted with authority in diverting money from the Iran
arms sales to aid the contras. And, he also recalled North saying that he would hold "a shredding
party" after the diversion became public last November. Senate Chief Counsel Arthur L. Liman
reminded McFarlane that he had written a memorandum last fall to Poindexter, his successor as
national security adviser, in which McFarlane referred to Watergate. "I lived through Watergate,
John," McFarlane's memo said. "Well-meaning people who were in on the early planning of the
communications strategy didn't intend to lie, but ultimately came around to it." Liman asked
how was it, that someone with a "career devoted to public service, a man who prides yourself
on...principles like that, ended up participating" in compiling a false chronology of events over
the Iran-contra affair "and some of these other events?" McFarlane replied, "I think, Mr. Liman,
that that is at the heart of the purpose we share here. And you deserve a thorough answer that is
utterly missing from any that's been made today...Today's testimony...has provided no context
nor perspective in which any of these events can be comprehensible." Later, McFarlane said, "In
the six months since the Iran-contra controversy erupted," he said, "many people have come to
believe there is something wrong with the way this country makes foreign policy. They probably
don't know how wrong." With that, he proceeded to lay out a series of policy failures from the very
first months of the Reagan administration in 1981. He described how attempts by former Secretary
of State A]exander M. Haig Jr., "to have the president establish a comprehensive foreign policy
decision-making system" that provided "for consultation with Congress, and with experts in the
political and career bureaucracies," were never implemented. The CIA and then the NSC filled
the vacuum in aiding the contra forces secretly after Congress voted against military assistance for
them. McFarlane criticized the efficacy of covert operations as a major governmental policy, saying:
"It was clearly unwise to rely on covert activity as the core of our policy...The core of policy is that
you cannot get public and congressional support for such a policy. If you decide to engage in conflict
with a Soviet client in whom the Russians are prepared to make a substantial investment, you must
have the American people and the US Congress solidly behind you. Yet it is virtually impossible,
almost as a matter of definition, to rally public support behind a policy you can't even talk about."
According to McFarlane's testimony, the president was deeply involved and directed him "to show
the contras that they would not be abandoned or forgotten." Out of that desire flowed the secret
operations that ultimately brought the venture to public disclosure and opened the political crisis
that has confronted the Reagan administration. The most dramatic direct testimony about the
president's role came in McFarlane's recounting of the two occasions on which the Saudis gave
money first $1 million a month, and later $2 million to keep the contras supplied. Even though
direct solicitation by government officials was banned by law, McFarlane said, it was "my concern
and my view of this impending loss (of funds for the contras) would represent a setback for the
president, and that anyone with any gumption could imagine, without being led or asked, that a
contribution would have been welcome." After he informed the president of the Saudi donation,
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McFarlane testified, he received a reply that expressed "the president's satisfaction and pleasure
that this had occurred," adding that the president did not express "surprise." McFarlane said the
president approved and the attorney general authorized a June 1985 plan to spend $2 million to
ransom two US hostages in Lebanon. According to a partially declassified "top secret eyes only"
National Security Council document, $500,000 was to be paid as "bribes" and the remaining $1.5
million was to be made available as soon as the hostages were released. [Texas billionaire H. Ross
Perot had said earlier that he was the donor of the money. Reagan, in a statement opening a news
conference the same month, asserted "that America will never make concessions to terrorists - to do
so would only invite more terrorism - nor will we ask or pressure any other government to do so."]
McFarlane also disclosed that Reagan personally intervened with the head of a Central American
country to unblock a shipment of arms for the rebels that had been seized by a local military official.
The arms were then released, McFarlane said. The former national security adviser made clear that
the president had detailed knowledge of, and may have participated in, the effort to raise urgently
needed funds from other governments to tide over the contras until Congress relaxed its restrictions.
[McFarlane, who was national security adviser from October 1983 until December 1985, continued
to play a key role in the clandestine sale of arms to Iran after leaving the White House. Once the
operation was exposed last November, he gave several conflicting accounts of past events and in
February attempted suicide, reportedly despondent over the public humiliation that the scandal had
brought to the administration.] President Reagan denied that he had solicited contributions from
other countries to aid the Nicaraguan contras. In a meeting with Republican congressional leaders,
Reagan tried to focus attention on legislation to raise the federal debt limit. Instead, reporters
asked him whether he had personally solicited funds for the contras from Saudi Arabia or other
countries. Reagan, who last week said that solicitation from third countries was legal, said, "I'm not
going to answer any questions on those things until this is over." Then he added, "If I were going to
answer any questions, I'd say no." Republican leaders laughed loudly and Sen. Strom Thurmond
(R-SC) said "time is up" in an effort to cut off further questioning. White House spokesman Marlin
Fitzwater said subsequently that Reagan was not trying to duck questions and was answering "No"
to the question of whether he had solicited funds from other countries to help the contras. During
the briefing Fitzwater said that Reagan had not made any "illegal" solicitations and denied that
he had made any solicitations at all. He said the president had given "unwavering" support to
the contras for five years while reiterating Reagan's claim that he knew nothing about diversion
of Iran arms sales proceeds to the contras. Fitzwater said Reagan does not have any "personal or
legal concerns" about McFarlane's testimony or the impact of the congressional hearings but "does
have a concern that the hearings will further erode public support for the contras." (Basic data from
WASHINGTON POST, 05/13/87; NEW YORK TIMES, 05/13/87)

-- End --
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